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TAGS: EFIN, BR 

SUBJECT: CRUZEIRO DEVALUATION 

1 . THE CRUZEIRO WAS DEVALUED, EFFECTIVE APRIL 30, 

FOR THE SIXTH TIME THIS YEAR. THE LATEST CHANGE WAS 
FOR 0.929 PERCENT, BRINGING THE CUMULATIVE DE- 
PRECIATION SO FAR IN 1976 TO 14.357 PERCENT. THE NEW 
RATES ARE CRS10.315 PER US$ FOR BUY AND CRS10.365 
PER US$ FOR SELL. 

2. COMMENT: THE LATEST CHANGE WAS THE SMALLEST MADE 
THIS YEAR, AND WELL BELOW THE LAST TWO DEVALUATIONS 
WHICH EXCEEDED 3 PERCENT. WITH THIS MOST RECENT MOVE, 

THE MONETARY AUTHORITIES NO DOUBT WANTED TO CONVEY THE 
MESSAGE THAT THE SYSTEM OF MINI-DEVALUATIONS (WITH THE 
ACCENT ON MINI) HAS NOT BEEN ABANDONED, AND THAT THE 
LAST TWO 3 PERCENT DEVALUATIONS WERE TEMPORARY AND NOT 
THE BEGINNING OF A TREND. EXPORTERS, HOWEVER, 
PARTICULARLY OF AGRICULTURAL PRODUCTS, CONTINUE 

TO CALL FOR LARGER ADJUSTMENTS IN THE EXCHANGE 
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COMPETITIVE IN THE WORLD MARKET. WHETHER THE 
AUTHORITIES CAN HOLD OFF THIS PRESSURE DEPENDS 
ON THE FUTURE BEHAVIOR OF EXPORTS. AND THE PERCEIVED 
EFFECTIVENESS OF THE ALTERNATIVES AVAILABLE. IN THE 
CASE OF SOYBEANS, INSTEAD OF USING THE EXCHANGE RATE 
MECHANISM, THE GOB CHOSE LAST WEEK TO REDUCE THE ICM 
(TURNOVER) TAX AS A MEANS OF HELPING THAT SECTOR (SEE 
BRASILIA 3763). 

JOHNSON 
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